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PARTIES TO THE AGREEMENT

This Agreement is made and entered into by and between Republica Popular
de Angola (hereinafter variously referred to as 'ANGOIA' or as the
'GOVERNMENT') , SOCIEDADE NACIONAL DE COMBUSTIVEIS DE ANGOLA ; @ company
organized and existing under the laws of ANGOLA (hereinafter referred to
as "SONANGOL'), @nd cesescessssccscsassseseess @ COMpany organized and
existing under the laws Of...evececcssessees. (hereinafier referred to
as 'CONTRACTOR'). '

(9]
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RECITALS

WHEREAS, all deposits of liquid and gaseous hydrocarbons in the subsoil
and the continental shelf included in the national territory and to the
extent of the limits of the marine jurisdiction of Angola, or in any
territory specified in international conventions over which national
sovereignty is exercised are the property of the pecple of Angola under
the form of state ownership; and

WHEREAS, the Law Regulating Petroleum ActhItleS, Law No. 13/78 of
August 26, 1978, establishes that the ngh’cs to the exploratlon and
production of liquid and gaseoys: hydrocarbons :Ln Angola shall be granted
exclusively to SONANGOL; and R e
WHEREAS, SONANGOL has aoplled fo,r an c—n{cluswe concession for the
exploraticn, de Jelop'nent and prot*uctlon of petroleun in and throughout
the area referred to ins Aru.cle II, and described in Annex A and showm
approximately in Annex B-which are attached heretc and made part hereof,

which area is hereinafter referred to as the 'Contract Area'; and

WHEREAS, the GOVERWMENT desires hereby to grant said requested concession
in accordance with said Law Regulating Petroleum Activities: and

WHEREAS, OONTRACTOR agrees to underteke its obligations provided herein-
after with respect to the exploration, development and production of

petroleum in said Contract Area;

Now, therefore, the parties hereto agree as follows:



1.

3.

ARTICLE I

DEFINITIONS

‘Exploration’ shall include but not be limited to, such geological,
geophysical, aerial and other surveys as may be conﬁained in the
approved Work Programs and Budgets, and the drilling of such shot
holes, core holes, stratigraphic tests, holes for the discovery of
petroleum and other related holes and wells, and the purchase or
acguisition of such supplies, materials and equipmert therefor, all
as may be contained in the approved tbthroglams and Budgets.

'Development! shall mclude, but not be lmted to, all the activities
pursuant to approved Work Prograr.s and Budgets under this Agreement;
with respect to: TR R

a. the drilling of Appraisal l.’ells to evaluate exploratory discov-
eries and Dovelop")ent iells to produce and recover petroleunm,
although Appraa_sal Wells vhich do not lead to conversion of a
Commercial Well to a Commercial Discovery shall be deemed part

of explbration costs.

b. design, construction, installation, connection and initial
testing of equipment, lines, systems, facilities, plants and
. related activities necessary to produce and operate said
wells, to take, save, treat, handle, store, transport and
deliver petroleum for export, and to undertake repressuring,
recycling and other secondary recovery projects.

*Operations' shall include, but not be limited to, the running,
servicing, maintenance and repair of completed wells and the
equipment, pipelines, systems, facilities and plants completed
during Development as defined in Article I, paragraph 2 preceding.
It shall also include all activities related to planning, scheduling,
controlling, measuring, testing and carrying out the flow, gathering,
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treating, storing and dispatching of oil and gas from the underground
petroleum reservoirs to the designated exporting or lifting location.

‘Administration and Services' shall include, but not be limited to,

all activities in general management and common support of Exploration,
Development and Operations such as supervision, direction and

related staff functions required for the overall management of
activities under the Agreement; housing and feeding of employees;
transportation; warehousing; safety, emergency and medical programs;
commnity affairs; and accounting and record keeping.

'Petroleum' means liquid crude Qll of varlous dnns:d:les, asphalt,
gas, casinghead gas and a.ll other hydrocarbon substances that may
be found in, and produced “oF othemse obtained and saved from the

Contract Area, and all substance.. that m:y be extracted therefrom.

'Liquid Crude 0il' or ‘Crude 011' or '0il' means any hydrocarbon
produced from the Ciégtract Area which is in a liquid state at the
wellhead or lease sepalatm or which is extracted from the gas or
casinghead gas in a plant. Such term includes distillates and

condensate.

'Gas' is natural gas both associated and non-associated, and all of
its constituent elements produced from any well in the Contract
Area and all non-hydrocarbon substances therein. Said term shall

include residue gas.

A 'barrel' shall consist of forty-two (42) United States gallons,
liquid measure, corrected to a temperature of sixty degrees (60°)
Fahrenheit.

‘Commercial Well' means the first well on any geological feature
which after testing in accordance with sound and accepted 'indust.ry
production practices, and verified by SONANGOL, is found by engin-
eering analysis of test results to be capable of producing at not
less than the following average rates of oil per day:

6
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Water Depth where Barrels of 0il
Well is Drilled Per Day
less than 50 meters 1,000

50 to 100 meters 1,500
over 100 to 150 meters 2,000
over 150 to 200 meters 2,500
over 200 meters 5,000

CONTRACTOR has the option to declare a: well a 'Commercial Well' at
producing rates below those set forth :m ‘the avae schedule.

10. ‘'Effective Date' means. the da‘te on whlch thls Agreeme*xt or the law
authorizing its executlon is publlsh&d .in" the Diario da Republica
or the text of this Agree*nent 1s sxgned by the GOVERNMENT, SONANGOL
and CONTRACTOR, whlchever :I..S 1ater.

11. ‘'Year' or 'Calendér__}{éar' means a period of twelve (12) ccnsecutive

months according to the Gregorian Calendar.

12. 'Tax Year' means any period of twelve (12) consecutive ronths
according to the Gregorian Calendar for which tax returns or reports
are required according to any applicable income, profits or other
tax law or regulation of Angola.

13. ‘Contract Year' means the period and successive perieds of twelve
(12) consecutive months according to the Gregorian Calendar beginning
on the Effective Date of this Agreement.

14. An ‘Affiliated Company' means a company:
a. Whose share éapital, conferring majority of votes at stock-

holders' meetings of such campany, is owned directly or in-
directly by a party hereto;
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b. Which is the owner directly or indirectly of share capital
conferring a majority of votes at stockholders' meetings of a
party hereto; or

c. Whose share capital conferring a majority of votes at stock-
holders' meetings of such company and the share capital con-
ferring a majority of votes at stockholders' mectings of a
party hereto are owned directly or indirectly by the same

company.
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ARTICIE II

Annex 'A' is a description of the Contract Area covered and affected by
"this Agreement. In the event of inconsistency between Annex A and Annex
B, the description in Annex A shall prevail.

"Annex 'B' is a map on the scale 1 : ..‘..,,. indlcat:mg approximately
the Contract Area covered and affected by ‘this Ag*eement and described

in Annex 'A'. This Contract Area ;s 1dentlca1 to exploratlon Block
shown in the map of Annex 'B' R o

guaranteeing the executlon of CONTRACTOR'S minirmum exploratlon oblig-
ations hereunder for the first three (3) year exploration period. Such
guaranty shall remain effective for six (6) months after the end of the
said three (3) year period except as it may be released prior to that

time in accordance with the terms thercof.

Annex 'D' is the Accounting and Financial Procedures.

-

Annexes 'A', 'B', 'C' and 'D' to this Agreement are hereby made part

hereof.
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ARTICLE IIX

GRANT OF RIGHTS AND TERM

1. The GOVERNMENT hereby grants SONANGOL, subject to the terms set out
in this Agreement:

a. The exclusive right within the Contract Area to explore,
search for, drill for and produce petroleum, subject to the
provisions of Articles III, IV, V.y VIII and IX hereof; and

Cc. The above rlghts J_n\,,luélar all functlons normally associated
with the above operati,ons.

2. The GOVERMMENT }\.reby authorizes ........ cecetscnaes Ceeevaiiieas
(CONTRACTOR) to assist SOMANGOL to exercise the above rights in
accordance with the terms of this Agreement.

3. The GOVERWMENT reserves the right to search for and obtain any
substances other than those exclusively granted by this agreement
to SOMANGOL within the Contract Area, excepting only those areas
occupied by wells or other necessary installation of CONTRACTOR,
provided always that the right thus preserved by the GOVERNMENT
shall be exercised in such a way as not to endanger or interfere
with the petroleum operations hereunder.

4. SONANGOL hereby -appoints CONTRACTOR to conduct the operation
provided in the Agreement during the following periods:

a. BAn initial exploration period of three (3) years shall start
from the Effective Date. Two (2) successive extensions to the

10
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initial exploration period of one (1) year each shall be
granted to CONTRACTOR at its option upon ninety (90) days
prior written notice to SONANGOL and subject only to CONTRACTOR
having fulfilled its cbligations hereunder for the preceding

period.

The Agreement shall be terminated if no Commercial Discovery
has been made in the Contract Area by the end of the fifth
(5th) year of the exploration period. However, such period may
be extended for six (6) months for. the completion of drilling
and testing of any well actually bemg drllled or tested at
the end of the fifth (‘St_h) year. F‘lec*mn by SONANGOL to have
operations conducted. for: J.ts sole accouhL under Article X
hereof shall not extcnd the exploratlon perlod nor affect the

Following Co"vmrclal DlS.covexy, as defined in Artlclc, VIII
hereof, the extent: Of the whole area capable of production

from the formatlon or formations identified shall be agreed

upon by SONANGOL and CONTRACTOR. All of the agread area shall
then be converted automatically into a Development Area with
effect from the Date of Commercial Discovery. Without prejudice
to Article VIIT hereof, there shall be a Development and
Production Period for each Development Area vhich shall be
twenty (20) years from the date of the first Commercial Discovery
in said area. In the event of Commercial Discoveries in
formations which underlie and overlie each other, such formations
shall consitute a single Development Area, and the area shall

be defined or redefined as necessary to incorporate all underlying
and overlying formations.
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1.

'ARTICLE IV

WORK OBLIGATIONS DURING EXPLORATION PERTODS

CONTRACTOR shall spend the following minimum amounts and drill to
objectives the following minimum number of exploratory wells
according to the following schedule of years commencing from the
Effective Date of this Agreement:

Exploration _ Nupber of
Year Expense ($ :r4i,3}-Li"bf17“" . "‘gi;{pioratory Vells

U W N e

If expenditure or wells drilled in any year exceed the minimum amounts
set forth in paragraph 1 above, the excesses shall go towards satisfaction
of the minimm obligations in the succeeding year or yaars.

All exploratory wells in section 1. above shall during the relevant

. specified-Contract Year test all productive horizons aqreed to by the

Parties to this Agreement unless diligent test efforts consistent with
sound industry practice indicate it is technically impossible to
reach and test all such horizons.

" In the event that in any year CONTRACTOR does not satisfy the

minimum vork obligations in paragraphs 1 and 2 above, OQONTRACTOR

shall be deemed to have voluntarily terminated activities and withdrawn
from all of the Contract Area not already converted to a Development
Area(s) as provided for in Article VII.

12



Draft 16/5/79

5.

-Minimum expenditure obligations shall be secured by a performance

bond or other financial guarantee acceptable to SONANGOL and des-
cribed in Annex C. Such guarantee shall be given by CONTRACTOR not
later than three (3) months after the beginning of each exploration
period and shall cover separately the initial period of three (3)
years and each subsequent period of one (1) year. The amount of

each such guarantee shall be reduced every three (3} months so that
the outstanding amount shall remain equal to the unexpended portion
of CONTRACTOR'S minimum obligation. If during any year of the

initial three (3) year exploratlon pemod CONTRACTOR should relinguish,
as provided in Article VII, or, e dea’sed to have re11 nquished, as
provided in paragraph 4 above, -all of ﬂue Contract. Area not converted
to a Development Area (5) R GDN’I'RACI‘OR shall forfelt the full amount

of the initial three (3) year permeanoe guarantee less any exploration
expenditures already made prlor td the date of relinquishment or
deemed rellnqu:Lshment :

keep SONANGOL informed of the progress of each well, and its proposals
for testing, and shall at CONTRACTOR'S sole expense test any additional
zones within the agreed well depth at SOWANGOL'S request. These expenses
shall be credited towards fulfilling the minimum work prograns.
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ARTICLE V

CONDUCT OF OPERATIONS

1. .....0..0.000.0QOOOQQQOShallmtl—le OPEPATOR and resmnsl—ble for t]]e
conduct of the operations under this Agreement.

2. SONANGOL's written approval shall be necessary prior to any change
of OPERATOR. e

3. In the event CONTRACTOR .'LS more than one.. cowrpany any agreement arong
the CONTRACTOR compames regardlng or: regulatmg the OPEFATOR's conduct
in relation to thig Agremnt shall be made available to SONANGOL upon

execution thereof.

o~
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1.

3.

ARTICLE VI

WORK PROGRAMS

Within one (1) month of the Effective Date of this Agreement and
then at least three (3) months prior to the beginning of each
subsequent Contract year or at such other times as may mutually be
agreed to by SONANGOL and CONTRACTOR, CONTRACTOR shall prepare an
Exploration Work Program (in reasonable detail) and Budget for the
Contract Area setting forth the eyplc-ra,tlon operations which
CONTRACTOR proposes to carry out durlng the. flrst Contract Year
and then during the ensulr{g Gontﬂ:act Year respectlvely During
the Exploration Peried such Work Pr@gram and Budget shall be at
least sufficient to .,at).sfy CDN‘“RRCTCH-‘ S minirmum expenditure and
exploration act1v1ty obllgat.lens. i

The Exploration wor}'é-.grég‘ram and Budget shall be reviewed by a
joint committee to-be established by SONANGOL and CONTRACTOR after
the Effective Date of this Agreement. This committee, hereinafter
referred to as the 'Exploration Advisory Committee', shall consist
of six (6) members, three (3) of whom shall be appointed by SONANGOL
and three (3) by CONTRACTOR. The Chairman of the Exploration
Advisory Committee shall be designated by SOMANGOL from among the
members appointed by it. The Exploration Advisory Committee shall
review and give such advice as it deems appropriate with respect
to the proposed Work Program and Budget. Following review by the
Exploration Advisory Committee, CONTRACTOR shall make such revisions
as CONTRACTOR deems appropriate and submit the Exploration Work
Program and Budget to SONANGOL for its information.

OONTRACTOR shall advance all necessary funds for all materials,
equipment, supplies, personnel, administration and operations
pursuant to the Exploration Work Program and Budget and SONANGOL
shall not be responsible to bear or repay any of the aforesaid

costs.
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5.

CONTRACTOR, prior to declaration of a Commercial Discovery, shall

be responsible for the preparation and performance cf the Exploration
Work Program which shall be implemented in a workman-like manner and
be consistent with good industry practices. Following the first
Commercial ‘Discovery, OONTRACTOR shall prepare the Exploration,
Development and Operations Work Program as provided for in Article IX.

Except as is appropriate for the processing of data and laboratory
studies thereon in specialized oenters"butCide Angola, all geological
and gecphysical studies as well as amy sther studles related to the

QONTRACTOR shall entrust the management of exploxatmn operations
in Angola to its tec}'mlcally ccmpetent General Manager and Assistant
Manager. The names of su"h Manager and Assistant Manager shall,
upon appointment, fOI‘U’MLﬂ'l be given to the Angolan liinister of
Petroleun and to SQ‘IANGOL The Manager and, in his absence, the

Assistant Manager, shall be entrusted by CONTRACTOR with sufficient
powers to carry out immediately and comply with all lawful written
directions given to them by the GOVERNMENT or its representative
under the terms of this Agreement or any lawful regulations issued
or hereafter to be issved which are applicable hereunder.
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VOLUNTARY

ARTICLE VII

MANDATORY AND VOLUNTARY TERMINATIONS

MANDATORY

At the end of the fifth (5th) year after the Effec¢tive Date hereof .
CONTRACTOR shall terminate its activities in all areas within the
Contract Area which are not then part oﬁ a Development Area(s); and
this Agreement shall no longer have any apphcatlon to any portion
of said areas not then part of a D’-*Velopmnt Area(s)

' CONTRACTOR may at any t:une dur:mg any pericd elect to terminate

activities and w1thdra\1 frOm 411 or any part of the Contract Are
CONTPACTOR'S expend.lthre and e.xploratlon activity obllgatlons undexr
Article 1v.

In the case of termination and withdrawal provided in paragraph 1
above, CONTRACTOR shall advise SONANGOL in advance of the date and
area of said termination and withdrawal. For the purpose of such
terminations and withdrawals, OONTRACTOR and SONANGOL shall consult
with each other regarding the shape and size of said areas in order
to provide, so far as reasonably possible, that such areas will be

of sufficient size and convenient shape to enable petroleun overations
to be conducted thereon.
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ARTICLE VIII

COMMERCIAL DISCOVERY

1. After drilling of a Commercial Well, CONTRACTOR shall undertake the
appraisal of the discovery by drilling one or more additional
wells, hereafter referred to as 'Appraisal Wells' to determine
whether such discovery can be classified as a 'Commercial Dis-

covery'.,

2. Not later than one (1) rronth a.fter the oompletlon of the second
Appraisal Well, or nlne (9) mbn‘chs aft:er the establishment of the
Commercial Vlell, vdnchcvc,r is the earlleL, CONTRACTOR shall give
written notice to SOMUGOL xmether ‘the disc scovery is considercd
comercial. If CON’T‘RACI)OR dz;olares it a Commercial Discovery
CONTRACTCR shall :umfachately proceed to develop the discovery in
accordance with the..Angolan Law Regulating Petroleurm Activities.
The date of Commercial Discovery shall be the date on which

CONTRACTCR declared the existence of a Commercial Discovery.

3. If regular oil shipments from a Development Area do not commance
within three (3) years from the date of Commercial Discovery, this
Development Area shall automatically terminate and the rights and
obligations in the area shall be considered voluntarily terminated
under the terms of Article VII.

4. If following the discovery of a Commercial Well, the subsequent
Appraisal Well, or Wells are completed as producing wells they
shall be treated as part of the development costs for the purposes
of determining cost recovery provisions, and shall not count towards
the work obligations defined in Article IV. The Commercial Well,
if completed as a producing well, shall also be treated as part of
the development costs for the purposes of determining cost recovery
provisions and shall count towards the work obligations in Article IV.

18
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There shall be no more than one Commercial Well in each Development
Area that counts towards such work obligation; and it shall be the

first Commercial Well in that Development Area.

“A Oommercial Well or Appraisal Well(s) not completed as a producing

well (s) shall be treated as exploration costs for the purposes of
determining recoverable costs. The Commercial Well shall count
towards the exploratory well obligations in Article IV, but the
Appraisal Well(s) shall not count towards said exploratory well
obligations. P

OONTRACTOR has the right to, &ec‘:lare a Comr‘)erclal Dlscovery without
first having drllled a Co'rmermal Well ox: Viells,

[¥e/
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ARTICLE IX

OPERATIONS AFTER QOMMERCIAL DISCOVERY

1. On Commercial Discovery, SONANGOL and CONTRACTCR shall form an
Operating Committee within thirty (30) days.

2. The purpose and objective of this Operating Committee is to act as
the agency through which SONANG)L and CXZ)N'T‘RACI‘OD oversee and supervise

3. The Operating Cormitte. shall also the agenf'y to oversee and
supervise exploratlon Ain the Contract Area after the date of a
Comrercial Discovery, pursuant to the approved Vork Program and in
accordance with the Agreement.

4, Ninety (90) days after the date of a Commercial Discovery, CONTRACTOR
shall prepare an Exploration, Development and Operations Vork
Program and Budget for the remainder of the year in which the
Commercial Discovery is made, and not later than the fifteenth
(15th) of October of said year (or such other date as may be agreed
upon) ; and the fifteenth (15th) of October of each year thereafter,
shall prepare an annual Production Schedule, Work Program and Cash,
Expense, and Capital Budgets for the succeeding January-December
period. The Production Schedule, Work -Program and Budgets shall be
formally approved in writing by the Operating Committee and subnitted
to SONANGOL and OONTRACTOR.

5. The Operating Committee shall also oversee and supervise the accounting
of costs, expenses and expenditures and maintenance of operating
records for the above operations under terms of the Agreement and
Annex D therecf.
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6. The Operating Committee shall also approve the regulations covering
the terms and conditions of employment of personnel employed directly
by CONTRACTOR and not assigned thereto by CONTRACTOR and SONANGOL.

7. A further purpose and objective of the Operating Committee shall be
to provide through the conduct of its operations and the activities
of its members the means for consultation between SOMANGOL and
CONTRACTOR on all matters affecting activities under the Agreement.

8. The Operating Committee shall not engage 1n any business or activity
beyond the performance of the above dutles. ‘

9, ‘The Operating Cormlttee shail be no mre than an agent for SONANCOL
and CONTRACTOR. Whenever thlS Charter mdlcates that the Operating
Committee s“xall dec1de, take actq.en or make a proposal, or perform
a similar act, it is understeod that such decision or judgment is
the result of the declsmn or judament of CONTRACTOR, or SONANGOL
and CONTRACTOR, as nay be reguired by the Agreement.

10. The Operating Committee shall have four (4) members, two (2) of
whom shall be designated by SONANGOL and the other two (2) by
CONTRACTOR. The Chairman shall be designated by SONANGOL. Each
merber shall have one (1) vote and the Chairman shall also have a

casting ‘vote.

11. Meetings of the Operating Committee shall require a quorum of
three (3) members represented in person or by proxy and any decision
taken at a meeting of the Operating Committee must have three (3)
affirmative votes. Any member may be represented and vote by
written and signed proxy held by another merber.
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ARTICLE X

OPERATIONS FOR SCNANGOL'S ACCOOUNT

In the event that, during the exploration period, SONANGOL wishes
to penetrate and test horizons deeper than those proposed by
CONTRACTOR or reguired under Article IV, SONANGOL shall have the
right, at its sole cost, risk and expense to require CONTRACTOR to
continue drilling until SONANGOL's objectives are satisfied.
SONANGOL shall give CONTRACTOR notlce, m writing, as early as
possible prior to or during thé drilllng of the w\,ll but in any
case not after CONTRACTOR has begun work to oomplete or abandon the
well. ot 3

At any time prior to the ccnr‘ence:nent of deepening operations,
CONTRACTOR may elect o ;mdérta}'e these deepening operations as
part of CONTRACI‘OR‘S exploratlon activity, in which case any
resulting crude oit- dlscovery would be subject to the provisions of

this Agreement.

In the event that a sole risk extension of a well discovers crude
0il, SONANGOL shall have the right at its sole cost, risk and
expense to devélop, produce and dispose of all crude oil from that
horizon, provided that if at the time crude oil is tested from the
well, CONTRACTOR's Work Program, approved in accordance with the
provisions of Article VI, includes a well or wells to be drilled to
the same producing horizon, and provided that that well or wells
results in an oil-producing well producing from the same horizon,
the CONTRACTOR shall after reimbursing SONANGOL for all costs
associated with its sole risk well, have the right to include
production from that well in its total production for the purposes
of establishing a Commercial Discovery, and, if a Commercial
Discovery is subsequently established, to develop, produce and
dispose of the resulting crude oil in accordance with the provisions

of this Agreement,
27
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At any time during the currency of this Agreement, SONANGOL shall

‘have the right at its sole risk cost and expense on six (6) months

written notice to require CONTRACTOR to drill one or more wells

within th: " ntract Area, as amended by any subsequent relinquishments,

provided t -.L CONTRACTOR shall not be required to drill more than
two (2) such sole risk wells per year. Within thirty (30) days
after ieceipt of such notice, OONTRACIOR may elect to drill said
well as part of CONTRACTOR's exploration activity.

In the event that a well drilled for SOW’GOL'S sole account under
the provisions of paragraph 4 above r&ults 1n a d.lscovexy of crude
develop the discovery at SONAI\GO s sole cost rlsk and expense, and
SONANGOL shall be es:u,ltied to all of the crude 0il produced and
saved from such develbor'lent :

N
(9%
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A.

1.

3.

ARTICLE XT

RECOVERY OF QOSTS AND EXPENSES AND PRODUCTION SHARING

COST RECOVERY CRUDE OIL

QONTRACTOR shall recover all exploration e>q>endimree ‘and develop-
ment and operating costs and expenses incurred under this Agreement,
and as defined in Annex D, by taking and freely disposing of up to
a maximum amount of fifty percent (50%} 'Per annum of all crude oil
produced and saved from Development Areas hereunder and not used in
petroleum operations. Such. crude il 1s here&nafter referred to as
'Cost Recovery Ck:ude 011' "’ E
Exploration Ebcoendltures J.ncurred 1n the Contract Area shall be
recoverable from the unuSed b:alance of Cost Recovery Crude 0Oil

Expenditures and Operatlons Expendltures and subject to the maxirmam

-amount of Cost Recovery Crude 0Oil specified in paragravh 1 above.

Such exploraticn costs shall be recoverable first from any Cost
Recovery (rude 0il balance from the Development Area having the
most recent date of Comnercial Discovery and then, any balance of

- total Fxploration Expenditures not recovered, in sequence, from

Development Areas with the next most recent dates of Commercial
Discovery.

Development Expenditures in each Development Area shall be recovered
from Cost Recovery Crude 0il from that Development Area as follows:

a. Development Expenditures in each individual Development Area
made prior to the commencement of Commercial Production in
that Developrﬁent Area plus all development expenditures made
in that area following the commencement of Commercial Production
in that area shall be multiplied by one point three-three (1.33)
and the resulting amount shall be recoverable at the rate of

24
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4.

6.

twenty-five percent (25%) per annum in egual annual install-
ments based on amortization at that rate starting in the later

of the Tax Year in which such expenditures were or are incurred
or the Tax Year in which Commercial Production in that Development
Area commences, For the purposes of this Agreement, the date

on vhich Commercial Production commences shall mean the date

on which the first regular shipment of crude oil is made from

the subject Development Area. '

Operations Expenditures in each Development Area shall be recovered

from Cost Recovery Crude 0Oil in that Development Rrea in the later

of the Tax Year in which such exp'bndltures were or are incurred or
the Tax Year in which Commerclal Productwn J.n that Development
Area commences., : h K ;

Administration and Serv10es E>q>end1tures in the Contract area shall
be reccwered from Oost Recovery Crude 0Oil in the Contract Area as

follows: B . g

a.

Capitalized expenditures shall be depreciated at the rate of
twenty-five percent (25%) per year in equal annual installments
beginning in the year the asset goes into use, and the depreciation
expense shall be allocated to Exploration, Development and

‘Operations according to procedures provided for in Annex D to

the Agreement.,

* Expenditures not capitalized shall be allocated to Exploration,

Development and Operations according to procedures provided
for in Annex D to the Agreement.

To the extent that, in a Tax Year, recoverable costs, expenses or
expenditures exceed the value of Cost Recovery Crude 0il from the
relevant Development Area for such Tax Year, the excess shall be

carried forward for recovery in the next succeeding Tax Year or
Years until fully recovered; but in no case after the termination

of the Agreement.
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7.

To the extent that, in a Tdx Year, costs, expenses or expenditures
recoverable per paragraphs 2 and 3 preceding are less than the
maximum value of Cost Recovery Crude Oil specified in paragraph 1
above, the excess shall became part of, and included in the Develop-
ment Area Profit Oil provided for in Section C, paragraph 1, of
this Article,

For the purposes of valuation of Cost Recovery Crude 0il, the
provisions of Article XII shall apply.

PRODUCTION SHARTING

The total crude oﬂp:.oduced andsaved “from each Commercial Dis-
covery and its Development Alea, less the Cost Recovery Crude 0il
from the same Development Area as provided for in Section A akove,
shall be referred to as rDg,veloprnen“: Area Profit 011', and shall be
shared between SO\IANGOL and the CONTRACTOR according to the cumala-
tive total crude oil produced and saved from within the Development

Area since its date of Commercial Discovery as follows:

Curulative Production from SONANGOL CONTRACTOR

the Development Area Share Share

Iess than X barrels asg 100-a ¢

X barrels and over, but
less than Y barrels bsg 100-b %

Y barrels and over, but
less than : Z barrels c% 100-c %

Z barrels and over ds 100-4 ¢
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c.

1.

PRODUCTION PROGRAMS AND USE OF FUNDS

The q:erating Camnittee, as provided for in Article IX, shall
prepare, not less than ninety (90) days prior to January 1lst and
July 1st of each calendar year following regular production, and
furnish in writing to CONTRACTOR and SONANGOL a forecast setting
out the total quantity of petroleum that the Operating Committee
estimates can be produced, saved and transported heresunder during
such calendar three months in accordance with good oil industry
practices. CONTRACTOR shall endeavour to produce each calendar
three months the forecast quantity.. 'I‘ne crude oil shall be run to
storage tanks (constructed, mamtamed anfl operated by CONTRACTOR)
in which said crude oil shall b metered or otherwlse measured as

required to meet the purposes of t}ue Aarement

CONTRACTOR shall have the right and the obligation to scparately
take and export currently ai1 of the crude oil to which it is

entitled as is detemlned in accordance with sections A and B of
this Article and Artlcles XVI and XX. CONTRACTOR shall have the

"right to retain abroad all funds acquired by it abroad including

the proceeds from the sale of its share of crude oil exported.

27



praft 16/5/79

1,

ARTICLE XII

VALUATION OF CRUDE OIL

For the purposes of determining the quantity of Cost Recovery Crude
0il to which the CONTRACTOR is entitled in Article XI the crude oil
shall be valued at Market Price. The same Market Price shall also
be used in determining Petroleum Income and Profits Taxes.

Market Price referred to in paragraph l Avove shall be determined
by the following method: FR

quarter, CIJN’I‘P.ACI’OR sha.LJ. submit to the Angolan Ministry of
Petroleum an informal repor't presentmg CONTRACTOR's views of
market: oondltlons and :mdlcatlng the price which CONTRACTOR
expects to obta:m in the Lorthf*o*ung quarter. The Mmlstry of
proceed to sell crude oil based on its own commercial judgement.
Neither CONTRACTOR's report nor the Ministry's comments shall
represent formal notification by CONTRACTOR nor formal accept-
ance by the Ministry of the price for the forthcoming quarter.

b. Within fifteen (15) days following the calendar quarter,

CONTRACTOR and SONANGOL shall separately submit to the Angolan
" Ministry of Petroleun formal reports of actual prices obtained

on an arm's length basis from third party customers. Said
reports will itemize sales volumes, customers, prices obtained,
applicable credit terms, and gravity adjustments, and will
include calculations of the weighted average price on a
camparable gravity and credit basis. The parties may also
submit such related market data as they feel is relevant to
support the validity of the am's length third party prices
obtained. /

28
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C. The Ministry of Petroleum shall determine the official market
price for the relevant crude o0il(s) and such price shall be
notified to CONTRACTOR and SONAMGOL within thirty (30) days
after the end of the quarter.

- d, In thc event no third party sales are made during the quarter,

the parties shall enter into discussions with the Ministry of
. Petroleum with a view to agreeing on an accurate method of

determining a market price of the crude oil sold during that
quarter., In this case, the partles shall provide such related
market data relevant to such prlce determmatlon. The Ministry
of Petroleum shall thon dfatemme and mtify the official
price as provlded m paragraph c. preced:mg.
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1.

ARTICLE XIII

PRICE CAP

To the extent that the official market price determined in Article XII
under the Agreement exceeds an amount per barrel which is calculated
by the following methods:

United Natiops U.S. dollar price of
manufactured goods expoxted from
develaped market .economies for the
U.S. dollars X ,:-curagjg_rxt calendar year ‘
13.00 ’ ""~.Un1ted Natlons u. S dollar price Index
of manufactured goods exported from
developad market economies for 1978

CONTRACTOR shall pay ’@L th° whole of the excess maltiplied by
the number of barreIs of OO\’TRACI‘OR s Development Area Profit 0il

received during the- calenfiar year.,

Reasonable and eguitable methods will be agreed upon among CONTRACTOR
and SONANGOL to arrange current payment of the amounts in paragraph 1.
above.

SONANGOL shall have the option to receive the payments referred to
in paragraph 1 and 2 preceding in crude oil produced from the
Development Area. Such crude o0il shall be valued at the Market
Price provided for in Article XII.

3¢
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1.

2.

ARTICLE XIV

SIGNATURE BONUS
OONTRACTOR shall pay to SONANGOL as a Signature Bonus the sum of
'EEEXEEEREERER NN NN N NI NI A NI BN NN NS U.S. mllars on t}-]e Effective Date

of this Agrecment.

The aforesaid Signature Bonus shall nelther be recovered nor
amortized by CONTRACTOR for the purposes of cost recovery.
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ARTICLE XV

DEVELOPMENT AREA RENTALS
1. BAs of the date of each Commercial Discovery, CONTRACTOR shall pay
to SONANGOL an annual rental of three hundred (300).U.S. Dollars

per sguare kilometer for all areas covered by each such Development
Area as provided for in Article III, paragraph 3.

W
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1.

3.

5.

" ARTICLE XVI

CONTRACTOR shall be ‘subject to the laws in force in the People's
Republic of Angola which impose taxes on, or fees and duties
measured by income or profits, and shall comply with the require-
ments of such laws with respect to the filiﬁg of. returns, the
assessment of tax, payment of tax and the keeping of books and
records for review by authorized persm.s

In the event that the total- appllcable tayes cm iricome in the
preceding paragraph exceed flfty percent (509) of the value of
CONTRACTCR's proflt—oz,'l at welghf;ﬁ average Market Prices, CON-
TRACTOR will be accorded such greater share of profit-oil as will
result in OONTRACTOR' s, reahzatlon of income after said taxes equal
to the amount CONI‘RAC“OR w'ould have realized if the total tax rate
had been fifty pe:;c_;ent (50%). In calculation of the requisite

greater share of profit-oil, consideration will also be given to
the tax on the incremental profit-oil share.

CONTRACTOR shall be excmpted from any other duties, levies or taxes
on activities under this Agreement and on oil and ges exported.

‘In order to prevent or minimize international double taxation of

CONTRACTOR's income under this Agreement, SOMANGOL and GOVERNMENT
shall consider favorably CONTRACTOR's proposed amendments or
revisions to this Agreement provided such amendments or revisions
do not reduce SONANGOL's and ANGOIA's economic and other benefits
under the Agreement. Any such changes would maintain the pay-as-
you—go principle inherent in production sharing and as provided for
in Annex D, Artiéle Iv.

SONANGOL shall have the option upon six (6) months' notice to buy
from CONTRACTOR at Market Price crude oil from the Contract Area

equivalent in value to the income tax CONTRACTOR pays to ANGOLA.
K
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ARTICLE XVII

TITLE TO ASSETS

1. SONANGOL shall became the owner of all physical assets imported
- into, or purchased or constructed in Angola by OONIRHCTOR in connec-
tion with the operations carried out by CONTRACTOR in accordance
~with the following:

a. Equipment and moveble assets. purchasei by CONTRACTOR pursuant
to the Work Program shalI become the pr'operty "of SONANGOL vhen
landed at the Angolan :rm_port port The provisions of this
paragraph shalk not apoly ta. 1easeﬁ equlp'ﬂent belorging to
third parties, whlch eqmnpment may be freely exported from
Angola. )

b. Title to fixe&-.as‘:;sets shall vest in SONANGOL upon purchase or
completion of construction as the case may be. Notwithstanding
transfer of title, costs of said fixed assets shall be recoverable
at twenty-five percent (25%) per year commencing in the year
the asset goes into use, and including in the case of Development
Expenditures the additional thirty-three percert (33%) provided
for in Article XI A. 2. b.

2. During the tems of this Agreement CONTRACTOR shall be entitled to
the full use in the Contréct Area, and any other Area approved by
SONANGOL, of all fixed and movable asscts and equipment. Any
assets vhich CONTRACTOR agrees have become surplus to CONTRACTOR's
then current and/or future needs in the Contract Area may be removed
and used by SONANGOL or GOVERNMENT outside the Contract Area. Any
assets other than those provided for in the preceding sentence
shall not be disposed of by CONTRACTOR or SONANGOL except with
agreement of the other so long as this Agreement is in force.

34
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ARTICLE XVIIT

OFFICE AND SERVICE OF NOTICE

1. OONTRACTOR shall maintain an office in Luanda, the People's Republic
of Angola, at which notices shall be validly served.

W
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" ARTICLE XIX

CONSERVATION OF PETROLEUM AND PREVENTION OF LOSS

1. OONTRACTOR shall take all proper measures, according to generally
accepted methods in use in the oil industry to prevent loss or
waste of petroleum above or under the ground in any form during
drilling, producing, gathering and distributing or storage opera-
tio: The GOVERWENT has the right to Qrevent any operation on
any well that it might reasonably a.‘gbect would result in loss or
damage to the well or the 011 fleld ERE

2, Upon completion of the drllllnc of @ productlve well, CONTRACTOR
shall inform the GOVERMENT or 1ts represnntatlve of the time when
the well will be tested. and .1:he productlon rate ascertained.

3. Petroleum shall not be produced from multiple oil carrying zones
through one string of tubing sirmltaneously, except with the prior
approval of the GOVEPNMENT or its representative.

4., COONTRACTOR shall record data regarding the quantities of crude oil
and water produced monthly from each Development Area. Such data
" shall be sent to SONANGOL within ‘thirty (30) days after it is
obtained. Daily or weekly statistics regarding the production from
the Contract Area shall be available at all reasonable times for
examination by authorized representatives of the GOVERNMENT or
SONANGOL.,

5. Daily drilling records and the graphic logs of wells must show the
quantity and type of cement and the amount of any other materials
used in the well for the purposes of protecting petroleum, gas

- bearing or fresh water strata. BAny substantial change of mechanical
conditions of the well after its completion shall be subject to the
approval of SONANGOL.
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1.

3.

4.

ARTICLE XX

LIFTING ARRANGEMENTS

SONANGOL shall have the option to require CONTRACTOR to 1lift and

-market any part of SONANGOL's share of production providing SONANGOL

gives six (6) months notification of the amounts and times of such
liftings.

OONTRACTOR shall have the option to- l}.ﬁ: each year up to a maximum
of forty-nine percent (49%) of crude 011 produoed ‘artd saved from

the Contract Area. To the extent that CO‘\TT‘RACI‘OP exercises said
oil is less than forty—mne percent (495) of total oil produced and
saved, the balance shall ba seld to CONTRACTOR by SONANGOL from

,,,,,,

In the event of conflict between CONTRACTCR's option in paragraph 2
preceding and SONANGOL's options in Article XIII, paragraph 3 to
receive Price Cap payments in crude oil and Article XVI, paragraph 6
to buy crude oil equivalent in value to CONTRACTOR'S Angolan income
tax payment, the CONTRACTOR's option in paragraph 2 preceding shall
have priority.

Twelve (12) months prior to the scheduled initial export of crude
0il from each Development Area SONANGOL shall submit to CONTRACTOR
proposed procedures and related operating regulations and financial
terms covering the scheduling, storage and lifting of crude oil and
any other petroleum produced from such Development Area(s). The
procedures, regulations and terms shall comprehend the subjects
necessary to efficient and equitable operations including, but not
limited to: rights of the Parties, notification time, maximum and
minimum quantities, duration of storage, scheduling, conservation,
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5.

6.

8.

spillage, liabilities of the P;rties, through-put fees and penalties,
over and underlifting, safety and emergency procedures.

OONTRACTOR shall within thirty (30) days after SONANGOL's submission
in the preceding paragraph submit its comments on, and recammend
any revisions to, the proposed procedures, regulations and termms.
SONANGOL shall consider these comments and recommendations and the
Parties shall, within sixty (60) days after the CONIRACTOR's said
submission, agree on required procedures, regulations and terms.

In preparing and agreeing to the abOJe procedures, regulations and
terms, the Parties shall be mrﬁful of the ﬁvantages of adopting

arrangements vhich are CQnS:Lstent w:Lth those apphed in other
petrolewn producmg a.reas in Angola. .

In the case of more than- Qne Development Area in the Contract Area
or rore than one quaL,ty oﬁ Crude oil in a Development Area, the
Parties to the Agreemen{: sha’l lift from the Development Areas and

crude qualities in proportion to each Party's total lifting. In

‘determining these proportions any production belonging to SONANGOL

as a result of operations for SONANGOL's account provided for in
Article X shall be excluded.

Any transfers or exchanges of crude oil between SONANGOL and
CONTRACTOR provided for in this Article and in the arrangements
deriviné from paragraphs 2, 3, 4 and 5 shall be made at the Market
Price as provided for in Article XII unless the Parties agree

otherwise.

W
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ARTICLE XXI

- CUSTOMS EXEMPTIONS

1., SONANGOL, OONTRACTOR and their contractors and sub-contractors
- engaged in carrying on activities under this Agreement shall be
permitted to import and shall be exempted from customs duties, with
respect to the importation of machinery, eqmpmen t, vehicles, materials,
supplies, consumable items, foodstuffs’ and movable property, when
certified by a responsible representatlv\, of SONANGOL that they are
to be usead solely in carrymg on operatlons undar this Agreement.,

2, Each expatriate enployee of CON’IRACI‘OR and the said contractors and
sub-contractors shall be pemltted to import and shall be excmpted
from all customs dutles wrth respect to the reasonable importation
of household goods:, 1tg§s, “foodstuffs and personal effects including
one automcbile; ﬁr,qﬁded, however, that such properties are imported
for the sole use of the employee and his family and provided further,
that no such property imported by the employee shall be resold by
him in Angola except in accordance with GOVERNMENT regulations.

3. The exemption provided in paragraph 1. of this Article shall not
apply to any imported items when, in the opinion of SONANGOL, items
of the same, or substantially the same kind and quality are manufac-
tured 1<—>ca11y and are available for purchase and timely delivery in
Angola at a price not highér than ten percent (10%) more than the
cost of the irmported item be.fore custams duties, but after trans-
portation and insurance costs have been added.

4. Any of the items imported into Angola either exempt or non-exempt
from customs duties, taxes or imposts under this Article may be
exported by the importing party at any time without the payment of
any export duty, or impost.

[
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5.

6.

7.

Used but serviceable material, equipment and goods resulting from
operations hereunder may be sold within Angola provided that the
purchasers pay the applicable custams duties, taxes, or imposts, if
any, except if sold to an affiliated company of SONANGOL.

Material, equipment and goods so damaged or used as to be non-
serviceable and which are classified by CONTRACTOR as’ scrap or junk
(any such CONTRACTOR's appraisal being subject to SONANGOL approval)
may be sold as scrap or junked without payment of customs duties,
taxes or imposts. PR

In the event of such sale under sub paragraphs 5 and 6. above, the
proceeds from such sales shall be lelded in the following manner:

A\

a. COONTRACTOR shall be entlf:led tao rembursement of its unrecov-
ered cost, if any, J.n smch material or equipment and the
excess, if anyy- sh_a_l} be paid to SONANGOL.

"Customs duties", as used herein, shall include all duties, taxes
or imposts (except those charges paid to the GOVERNMENT for actual
services renderad), which are payable as a result of the import-

“ation of the item or items under consideration.

OONTRACTOR and SONANGOL shall be exempted from any duty, tax, fee
or any other financial impost in respect of the export of petroleun
hereunder.
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1,

" ARTICLE XXIT

BOOKS OF ACCOUNT

SONANGOL, and CONTRACTOR shall each maintain at their business

offices in Angola bocks of account, in accordance with the Accounting

Procedures in Annex D and accepted accounting practlces generally
used in the petrolum industry, and such other bocks and records as
may be necessary to show the work perfermed under this Agreement,
including the amount and value of allgetrolem produced and saved
hereunder., CONTRACTOR shall keep 1&5 bocks of account and accounting

records in Angola. CDNTRACT@P shall furm.sh to the GOVERNMENT or

or a duly desu;ﬁated deputy, and delivered to the GOVERNL\HN'F or its
representative within thirty (30) days after the end of the month
covered in the return.

The aforesaid bocks of account and other books and.records referred
to above shall be available at all Treasonable times for inspection
by duly authorized representatives of the GOVERWMENT.
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1.

3.

ARTICLE XXIII

REOORDS, REPORTS AND INSPECTION

OONTRACTOR shall prepare and, at all times while this Agreement is

. in force, maintain accurate and current records of its activities

and operations in the Contract Area hereunder. CONTRACTOR shall
furnish the GOVERMMENT or its representative, in conformity with
applicable regulations or as the GOVER.‘TFIENT or its representative

may reasonably require, mfonnat;.on and data concermng its activities
and operations under this Agreanont e

CONTRACTOR shall saye: and keep for a reasonable period of time a
representative portlon of each sample of cores and cutting taken
from drilling wells, to be disposed of or forwarded to SONANGOL or
its representatlve in the manner directed by SONANGOL. All samples
available for inspection at any reaconable time b Y SONANG:)L or its
representatives. Any such samples vhich CONTRACTOR has Xept for a
period of twelve (12) months without receipt of instructions to
forward them to SONANGOL or its representatives or elsewhere may be
disposed of by CONTRACTOR at its discretion,

Unless otherwise agreed to by SOMANGOL, in the case of exporting
any rock sanples outside Angola, samples equivalent in size and
quality shall, before such exportation, be delivered to SONANGOL.

Originals of records can be exported only with the permission of
SONANGOL provided, however, that magnetic tapes and any other data
which must be processed or analysed outside Angola may be exported
if a comparable record is maintained in Angola and provided that
such exports shall be repatriated to Angola on the understandlng
that they belong to SONANGOL.

~
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5.

During the period CONTRACTOR is conducting the exploration oper-
ations, CONTRACTOR shall permit SONANGOL through SONANGOL'S duly
authorised representatives or employees to have full and complete
access to the Contract Area at all reasonable times with the right
to observe the operaticns being conducted and to inspect all assets,
records and data kept by CONTRACTOR. SONANGOL's representative, in
exercising its rights under the preceding sentence of this ‘paragraph
5, shall not interfere with CONTRACTOR'S operations. CONTRACTOR
shall provide SONANGOL with copies of any and all data (including,
but not limited to, geological and geop}'ij}sical reports, logs and
well surveys), information and J.n:berprec‘catlon of- such data and
other information in OONTRACI}OR,'S pd)ssess:Lon. All ‘such data and

information shall be stuctly confldentlal and shall not be divulged

by SONANGOL except to affll iated comparues, or by the GOVERIMENT,
without the consent of” (DNTRACI‘OR \«dfule this Agreement remains in
force. However, for the, pHrQQSe of obtaining new offers the GOVERN-
MENT may show any oLher party geophysical and geological data (the
age of which is not* less than one year) with respect to that part
or parts of the Contract Area adjacent to the area of such new
offers.
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1.

ARTICLE XXIV

RESPONSIBILITY FOR DAMAGES

CDNI'RAC"’OR shall entirely and solely be responsible in law towards
th.u:d parties for any damage caused by COATRACI‘OR'S -exploraticn
operations and shall indemnify the GOVERNMENT and/or SONANGOL,
against all damages for which it may be held liable on account of
any such operations, subject to the prGV:stns of Article X regarding
operations for SONANGOL's acoount.

b %
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1.

ARTICLE XXV

PRIVILEGES OF GOVERNMENT REPRESENTATIVES

Duly authorized representatives of the GOVERNMENT shall have access
to the Contract Area covered by this Agreement and to the activities
conducted thereon. Such representatives may examine the books,
registers and records of SONANGOL and CONTRACTOR and make a reasonable
number of surveys, drawings and tests for the purpose of enforcing
this Agreement. They shall, fo&: this pu:cpose, be entitled to make
reasonable use of the machinezy and mstrtments Of CONTRACTOR on

the condition that no damer or J.mpedinent to- the activities
hereunder shall a:rlse dlrectly Qf‘ malre"tly from such use. The
GOVERNMENT shall J_ndemmfy and re.nburse CONTRACTOR for any loss or
damage which may in fact reSult from any such use of said machinery
and 1nstrwnents. e Such representatlves shall be given reasonable
assistance by the_"agents and employees of CONTRACTOR so that their
presence shall not endanger or hinder the safety or efficiency of
the CONTRACTOR's activities, OONTRACTOR shall offer such represent-
atives all privileges and facilities accorded to its own employees
in the field and shall provide them, free of charge, the use of
reasonable office space and of adequately furnished housing while
they are in the field for the purpose of facilitating the cbjectives
of this Article. 2any and all information obtained by the GOVERNMENT
or its representatives hereunder shall be kept confidential with
respect to the Contract Area and shall not be disclosed during the
term of this Agreement without the prior written consent of SONANGOL

and CONTRACTOR.

S~
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ARTICLE XXVI

EMPLOYMENT AND TRAINING OF ANGOLAN PERSONNEL

OONTRACTOR agrees to employ qualified Angolan personnel in its
operations and to replace expatriate staff with qualified Angolans
as they beccme available. Towards this end CONTRACTOR will under-
take the schooling and training of Angolan personnel for labor and
staff positions including adnumstraf;ive and executive management
positions. QONTRACTOR shall also cons:.der w:Lth SONANuOL a program
of assistance for tra.lmng SOW\’GOL s peJ:SOt)rel '

Costs and expenses™ of tra:mng Angolan personnel in or for CON-
TRACTOR's employ shall be an, a110wab1e cost. Costs and expenses
for programs of tram:g.ng.,_f_ox. SONANGOL personnel shall be borne on a
basis to be agree@"bxs"so‘ﬁiA;\'IGOL and CONTRACTOR.

4 3
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1.

ARTICLE XXVII

RIGHT OF REQUISITION

In case of national emergency due to war or imminent expectation of
war or internal caﬁses, the GOVERNMENT may requisition all or a
part of the production from the Contract Area obtained hereunder
and require CONTRACTOR to increase such production to the utmost
possible maximum. The GOVERNMENT may also requisition the o0il
field itself and, if necessary, related facxlltles.

In all cases such regulsz,tmn shall not be effected except after
inviting SONANGOL and CQNTRACTOR or- thel.r representatlve by regis-

tered letter, with acknowledgement of recelpn., to express their

views with respect to such regulsitlon.

The requisition ofs productlon shall be effected by order of the
Angolan Govermment . An y requisition of the oil field itself or any
related facilities, shall be effected by Angolan Decree duly
notified to SONANGOL and QONTRACTOR.

In the event of any requisition as provided above, the GOVERNEMNT

. shall indemnify in full SONANGOL and CONTRACTOR for the period

during which the requisition is maintained, including:

a. _ All damages which result from such requisition.

b. Full payment each month for all petroleum extracted by the
GOVERNMENT.

However, any damage resulting fram enemy attack is not within the
meaning of this paragraph 4. Payment hereunder shall be made to
CONTRACTOR in U.S. dollars or other currency agreed upon by both
Parties remittable abroad., The price paid to CONTRACTOR for
petroleum taken shall be calculated in accordance with Article XIT.

7
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ARTICLE XXVIIT

ASSIGNMENT

1. Either SONANGOL or CONTRACTOR shall be entitled to ass.vgn ltS
rights, privileges, duties and obligations under this Agreement,
provided that:

a,

The assignor shall remain jolntly and severally liable with
the assignee for the perfomance of tha leiga,tlons and
duties of the a551gnoz: 'hereunder.

The instrument of assignment must include provisions stating
precisely that thg .assignee is bound by all tenns and pro~
visions com_amed in this Agreement and any modifications or
additions in writing that up to such time may have been made.
A draft of such instrument of assignment shall be submitted to
the GOVERNMENT for review and approval before being formally

- executed.

The obiigations of the assignor arising from this Agreement
must have been duly fulfilled as of the date.such request is

_ made,

2. Any assignment made pursuant to the provisions of this Article
shall be free of any transfer or related taxes, charges or fees.
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‘1.

- ARTICLE XXIX

BREACH OF AGREEMENT AND POWER TO CANCEL

The GOVERMMENT shall have the right to cancel this Agreement, with
respect to CONTRACTOR, in the following instances : -

a.

C.

€.

£.

If CONTRACTOR knowingly has submitted any false statements to
the GOVERMMENT which, were of a ma_}f:'ér_'ial consideration for the
execution of this Agreement?...."--.

If CONTRACTOR assn;ns ahy :Lnterest hereunder contrary to the
provisions of Art.lcle XXVII hereof 2

If CONTRACTOR is aigudlcated ba:Mupt by a court of competent

Jjurisdiction. R

as the result of court proceedings conducted under Article XXXI
paragraph 2. hereunder;

If CONTRACTOR intertionally extracts any mineral other than
petroleun not authorized by this Agreement or without the
authority of the GOVERNMENT except such extractions as may be

. unavoidable as the result of operations conducted hereunder in

accordance with accepted petroleum industry practice and which
shall be notified to the GOVERNMENT or its representative as
soon as possible; and

If CONTRACTOR commits any material breach of this Agreement or
of the provisions of law applicable to CONTRACTOR.

N
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Such cancellation as provided in the preceding paragraph shall take
place without prejudice to any rights which may have accrued to the
GOVERNMENT against CONTRACTOR in accordance with the provisions of
this Agreement; and, in the event of such cancellation, OONTRACTOR
shall have the right to remove fram the Contract Area all its

personal property.

If the GOVERNMENT deems that one of the aforesaid causes (other

than a force majeure cause referred tQ in Article XXX hereof)

exists to cancel this Agreement, ,the GO\)'EWIENT shall give CONTRACTOR
ninety (90) days written notlce personal 1y served .on CONTRACTOR's
General Manager in the lega’.l ly o‘fflc:Lal manner and receipt of which
is acknowledged by hlm or‘ by his legal agents, to remedy and remove
such cause; but if’ for any reaséi:{ such service is impossible due to
unnotified change of address pubhcatlon in the Diario da Republica
of such notice shall .be cxanSJ.deled as validly served upcn OQONTRACTOR.
If at the end of the sald ninety (90) days notice perlod such cause

has not been rened_wd and removed, this Agreement may be cancelled

- forthwith by GOVERIMENT order or decree as aforesaid, provided,

however, that if such cause, or the failure to remedy or remove
such cause, results from any act or cmmission of one party, cancel-
lation of this Agreement shall be effective only as against that
party and not as against the other party hereto. .
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3.
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AK;['ICLE XXX

FORCE MAJEURE

The non-performance or delay in performance by SONANGOL and CON-
TRACTOR, or either of them, of any obligation under this Agreement
shall be excused if, and to the extent tha"c, such non-performance
or delay is caused by force majeure. The period of any such non-
performance or delay, together with s’uch period as may be necessary
for the restoration of any damage dOne du.rmg such delay, shall be
added to the time given :Ln thls Agreemant for “the performance of
such obligation and for the perfomance of any cbligation dependent
thereon and oonsequently to the.. term of thlS Agreement, bhut only
with respect to the“areas a.ffecf:ed

'Force Majeure', w:tthmthe meaning of this Article, shall be any
event beyond the ¥easonable control of the party claiming to be
ffected by such event.

Without prejudice to the above and except as may be otherwisc
provided for herein, the GOVERNMENT shall incur no responsibility
whatsoever to SONANGOL, and OONTRACTOR, or either of them for any
damages, restrictions or loss arising in consequence of such case
of force majeure, except a force majeure caused by the order,
regulations or direction of the GOVERNMENT of the People's Republic
of Angola.

However, the GOVERNMENT shall incur no responsibility whatsoever to
SONANGOL and CONTRACTOR if such order, regulations or direction of
the GOVERNMENT of the People's Republic of Angola results from a
force majeure situation or which is made for the purpose of saving
petroleum or prevention of loss as provided under the provisions of
Article XIX hereof.
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ARTICLE XXXT

CONSULTATION AND ARBITRATION

~

Periodically, SONANGOL and CONTRACTOR shall meet to discuss the
conduct of activities under this Agreement and will make every

- effort to settle amicably any problem arising therefran,

Any dispute, controversv or claim arisiﬁg out of or relating to

this Agreement, or the breach, termma,tlon or mvalldlty thereof
which cannot be settled amlcably, shall be settled by arbitration
in accordance with the UNCITRAL Arblt.ratlon Rules as at present in

force.

a.

The munber of arbi;ga@égéﬁ shall be three (3).
The place of a,rbltratlon shall be Luanda, the People s Republic
of Angola.

The language to be used in the arbitral proceedings shall be
Portuguese and English.

ol
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ARTICLE XXXII

LOCAL CONTRACTORS AND LOCALLY MANUFACTURED MATERIAL

OONTRACTOR and its contractors shall:

a.

Give priority to local contractors as long as their prices and
performance are comparable with :mternatlonal prices and
performance. Ly

Give preference to locally manufactu;ted materlal equipment,
machinery and consurm‘s}}lec SO long as thelr quality and time of
delivery are ccr’xoarable to mternatlonally available materials,
equipment, machlnery and consunables. However, such materials,
equipment, machmery and consumables may be imported for
operations conduotea hereunder if the local price of such
items at CON'I‘RAC’I‘OR s operating base in Angola is more than
ten percent (10%) higher than the price of such imported items
before customs duties, but after transportation and insurance
costs have been added.

m
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 ARTICLE XXXIII

LANGUAGE

The Portuguese version of the Agreement shall, before the Courts of
the People's Republic of Angola be referred to in construing or
interpreting this Agreement; provided, however, that in any arbitra-
tion pursuant to Article XXXI hereabove between SONANGOL and CON-
TRACTOR the Portuguese and English versions shall both be referred
to as necessary. L
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ARTICLE XXXIV

CONTRACTOR shall have the right to use natural gas associated with
crude oil produced from Development Areas for oil field operations
including pressure maintenance in the fields covered by the Develop-
ment Areas. Any associated gas surplus to these requirements is
available free to GOVERNMENT. 3

If gas is produced which is not. z_n assoc1at:Len awith ¢rude oil,
GOVERNMEINTT shall have the rwht o take 2 fre° of . charge, any gas
required for dOI*PSth cor'fsumptlon ‘If there remains a surplus,
CONTRACTOR shall prepare a study of the feasibi lity of developing
such discovery for ebmrt . ta}ung 'into account availability of gas
fram other areas in Angola as necessary. If the project appears
feasible, SOMANZOL a.nd ‘CONTRACTCR shall endeavor to agree on terms

to develop the gas. In the event that no agreement is reached

within eighteen (18) months of the date of the gas discovery well,

SONANGOL shall be free to appraise and develop the discovery for
its own account.

In the course of activities provided for under this Agreement,
flaring of associated and/or non-associated gas is prohibited
except on prior authorization of GOVERNMENT following a request by
CONTRACTOR. QONTRACTOR's request shall include an evaluation of
alternatives to flaring that have been considered along with infor-
mation on the amount and quality of gases involved and the duration
of the requested flaring.
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ARTICLE XXXV
GENERAL
The headings or titles to each of the Articles in this Agreement
are solely for the convenience of the parties hereto.and shall not

be used with respect to the interpretation or construction of said
Articles.
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ARTICLE XXYVI

APPROVAL OF THE GOVERIMENT

This Agreement shall not be binding upon any of the parties hereto
unless and until the Agreement is signed by SONANGOL and CONTRACTOR,
and until the Minister of Petroleum signs said Agreement and thereby
gives it full force and effect of law.
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ARTICIE XXXVII

EFFECTIVENESS

This Agreament shall come into effect on the Effective Date.

IN WITNESS WHEREOF, the Parties hereto have executed this Agreement,
in triplicate in the Portuguese and English languages.

SONANGOL

BY .QOOOQ‘.I.Q..'Q...-:‘A0'..0._.\..'3.. ':.'-"' mte Sseeseerssos0sscooe

CONTRACTOR S

APPROVED BY THE MINISTER OF PETROLEUM
on behalf cf the
GOVERNMENT OF THE PEOPLE'S REPURLIC OF 2ANGOLA

BY ;00.-00.o..o.oooooo.oooo.o mte_..-.a..oocovlnooooo

(4]
Fare)
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ANNEX D

ACOOUNTING AND FINANCIAL PROCEDURES

ARTICLE I

DEFINITIONS

The definitions of tems used m ﬂie Agreenent of which this Annex
is a part shall apply to th.ls Annex of Accounting and Financial

Procedures and have the same meanings.

.....

Costs and expenses recoverable under the terms of Article XI of the

Agreement are as defined as follows:

a.

Exploration Expenditure - All direct and allocated indirect

costs (including appropriate allocation of Administration and
Services expenditure and depreciaticn of Administration and
Services assets) incurred in: aerial, geological, topographical

and seismic surveys; corehole drilling; labor, materials and

services used in drilling wells with the cbject of finding new
unproven reservoirs of oil or gas, providing the wells are dry
and/or not completed as producing wells; access roads; facilities
used solely in support of these purposes; purchased geological
and geophysical information; and the allocated Administration
and Services costs allocated under Article II, 1, j, of this
annex to the activities described in this paragraph.
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C.

Development Expenditure - All direct and allocated indirect
costs (including appropriate allocation of Administration and

Services expenditure and depreciation of Administration and
Services assets) incurred in drilling wells which are completed

T as producing wells and including intangible drilling costs and -

the redrilling, deepening or recompleting of wel 1s; providing
access roads and other related roads; construction of field
facilities such as pipelines, gas—-oil treatment and production
units, offshore platforms, wel lv-head eq.upment subsurface
lifting equipment, productlon tubmg, sucker rods, paps, flow
lines, petroleum storage fac:.lltles, secondary recovery

systems, and export temmals, paers, “harbors and related
facilities. ’

Administration and Ser\nces Expenditure - All costs capable of

being in cormon,  SUpy; STt of Exploration, Nevelopment and
Operations such as the management, administrative and general
costs incurred in Angola and described in Article I of the
Agreement and including purchase, construction, operation and
maintenance of warchouses, piers, marine vessels, vehicles,
motorized rolling equipment and aircraft, administrative
offices, fire and security stations, work shops, water and

sewage plants, power plants, housing, comrunity and recreational

facilities; and furniture, tools and equipment used in these

activities,

Operations Fxpenditure - All expenditures in a Development

Area, other than Exploration, Development and Administration
and Services Expenditures, following the commencement of crude
oil exports from that Development Area. Operations Expenditure
shall include an appropriate allocation of Administration and
Services expenditures and allocation of depreciation on
Administration and Services assets.

B
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B.

2.

ACOOUNTS, STATRMENTS AMD RESPONSIBILITY

OONTRACTOR shall establish and maintain the accounting records,
books, operating data and report procedures related to all activities
provided for under the Agreement in accordance with generally
accepted and recognized accounting systems and consistent with
modern petroleum industry practices and procedures., In addition to
those records and reports required by CD\ITRACTOR CONTRACTOR shall
also prepare information and data for S@WIGOL 1n forms SONANGOL
deems necessary to enable it to carry Out 1ts management respon-

......

sibilities under the Agree*lent. -

IANGUAGE AND UNITS OF"-AEichmT e

All books of account, operat:mg data and reports shall be written
in the Portuguese languaqe, and shall be recorded in Angolan kwanzas
and U.S. dollars. MeiSurements shall be in metric units. vhere
necessary for clarification or CONTRACTOR's purposes, books of
account, operating data and reports may upon the approval of
SONANGOL also be maintained in other languages, currencies and
units of measurement.

Translation or conversion of expenses or costs into Angolan kwanzas
or U.S. dollars shall be at the exchange rates of the Angolan
National Bank during the immediately preceding month, except that
depreciation or amortization charges shall be translated or converted
at the rates ruling when the original asset was acquired. The
treatment of realized and unrealized exchange éains and losses for
the purpose of determining cost recovery shall be subject to
agreement by CONTRACTOR and SONANGOL.
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3.

All records referred to in the preceding paragraph shall be maintained
and available for inspection for five (5) years following their
date of issue or publication.

......
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1.

ARTICLE II

ACCOUNTING, OOSTING AND FINANCING PRINCIPLES

Costs charged to activities under the Agreement for purposes of
cost recovery shall be calculated and ac;counted for in a manner

a. The tems of the Agreement shall be applieﬁ ll’h.llldlng but not
limited to Artlcle VIII concermng Ccmnercml Discovery;
Article VI conoerm.ng Work Progg:ams and Budgets; Article XI
concerning Recovery of Costs and Expenses and Production
sharing; Article XTI~ cenmrnlng Valuation of 0il; Article XIII
concerning the! .}.;;lce “Cap; Article XVI concerning Taxes;
Article XxXI concern:mg Customs Exemptions; Article XXII
concerning Pooks of Account; and Article XXIII concerning

Records, Reports and Inspection.

b. If there should be any inconsistency between the terms of the
- .- ..Agreement and the terms of this Annex D, the terms of the -
Agreement shall prevail.

€. Labor costs recoverable under the Agreement shall include
salaries and wages of CONTRACTOR's employees directly engaged
in activities under the Agreement, including costs of holidays,
vacations, sickness, living and housing allowances, travel
time, bonuses and other established plans for employee benefits
customarily granted to CONTRACTOR's employees and their families
in similar ventures, and including any assessments pursuant to
Angolan law which are applicable to salaries and wages.

@)
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The values of material costs recoverable under the Agreement
shall be:

1)  In the case of purchased material, the price paid by
CONTRACTOR after deduction of all discounts and rebates
due and received, providing the cost is generally no

+ hiigher than from competitive international sources.

2) In the case of material from CONTRACI‘OR affiliates, the
cost shall be no higher- tfhan mternational prices for
camparable materlal fron competltrve thud-pafy suppliers.
This crlterlum shall apply to both new and used materials.

The values of serv1¢e costs recoverable under the Agreement

shall be: e

1) In the cése":of services performed by outside consultants
contractors or utilities, the prices paid by CONTRACIOR,
providing said prices are no higher than the prices
charged by other international suppliers for comparable
work and service.

2) In the case of services performed by COI\H‘RACIOR, SONANGOL,
. or their affiliate companies, prices agreed by CONTRACTOR
and SONANGOL but not higher than the most favorable
prices charged to other affiliates and third parties for
camparable services.
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Insurance and Claims shall be recoverable costs providing the
insurance is customary, gives prudent protection against
risks, and is placed at costs no higher than those charged by
campetitive insuring companies not affiliated with CONTRACTOR
or SONANGOL. The proceeds of any insurance or claim shall be
credited to the costs incurred under the Agreement. If no
insurance is carried for a particular risk, all costs incurred
by CONTRACTOR in settlement of any reﬂated loss, claim, damage
or judgement and any expenses, ,:anludlng Iegal services, shall
be recoverable costs under t'he Agreement p’rov:.dmg such costs
did not result frm CO‘\TI'RACI‘OP s undue negllqence.

Development Area rentals shall be recoverable costs but shall
not be capltallzed 'Ot attra"t the thirty-three (33) psrcent

.....

All costs and expenses of litigation and legal or related
services necessary or expedient for the protection of the
Contract Area shall be recoverable costs and any penalties or
compensation received shall be credited to costs incurred

“under the Agreemen:. These costs shall not include the costs

of the Parties to the Agreement incurred in the course of an
arbitration entered into under Article XXXI of the Agreement.

The following expenses shall not be recoverable costs under

the Agreement:

1) Interest expense on borrowings, including capital charged
" during construction and charges for supplier credlt,
unless approved by SONANGOL.
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3.

2)

3)

4)

5)

6)

7)

Petroleum marksting or transportation of petroleum beyond
the point of export loading.

Costs of the performance guaranty or bond, and any
forfeits paid because of shortfalls below the minimum
work program, Ly

Advertizing or pub11¢ relatlons expenses, exceot that
reasonable cosg of government relatlons activities shall
be recoverab.le costs. o K

Contributions and aonatlons, except those approved by
SONANGOL,.

Gifts or rebates to suppliers, and gifts or commissicns
to Angolan intermediaries arranging service or supply

contracts.

Signature bonus under the Agreement.

Administration and Services Expenses shall he treated as
follows:

1)

OONTRACTOR's staffing and maintenance of its head office
in Angola and other offices in Angola as well as the
expenses of general facilities such as shore bases;
warehouses; water, power and communications systems~
roads and bridges shall be recoverable and be al located
to functions by methods agreed by OCONTRACTOR and SONANGOL.
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Other indirect expenses in Angola such as costs of field
supervisory personnel, field clerks, assistants and other
geheral employeas indirectly serving activities in the
Contract Area shall also be recoverable and shall be

---- allocated by methods agreed -to by CONTRACTOR.and SONANGOL.

2) CONTRACTOR's Administration and Services costs outside
Angola and applicable to activities under the Agreement

such as: {

(2) Executive < Tims of executlveofficers,

.....

(b) Treasury.- - E;nanql__:élf"'énd exchange activities,

(c) Purdnagi;jcj.j: —Procur:mg materials, equipment and
e supplies,
(d) Exploration and Production
- Directing, advising and controlling

the overall project,

(e) Other departments such as ilegal, comptrollers and
engineering which contribute to the project,

shall be charged monthly to those Exploration expenses
incurred in the Contract Area prior to the declaration of
a Commercial Discovery in the Contract Area at the combined
rate of three (3) percent of said Exploration expenses.

87
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k.

Costs shall be subject to capitalization and depreciation as
follows:

1)

2)

3)

)

Exploration expenditures and Operation Ekpenditures shall
not be capitalized and therefore not depreciated but
shall be chargeable as provided in Arl:lcle XI of the
Agreement.

Development expenditures shall be capltallzed and these
amounts, increased by the mmstment allowance provided
in Article XI of the. Agreement shall be depreciable at
25% a year in equal annual 1nstalnents commencing in the
first tax year in whlch cr:ude oil exports from the same
Developmont Area corwrent:e ~A full 25% depreciation shall
be allowed in sald f1rst tax year.

Admmstratlon and Services facilities' cost of construction
or purchdse shall be capitalized and depreciated at 25% a
year in egual annual instalments by allocation of the
depreciation expense to Exploration expenditures, Deve-
lopment expenditures and Operations expenditures as

provided in Article II, 1, j. of this Annex. A fuli 25%
depreciation shall be allowed for allocation in the tax

_year in which the assets go into use.

Recovery of all allowable costs under this Agreement is
subject to the cost-o0il restraint described in Article ¥I
of the Agreement. However, to the extent that the cost-
oil limit prevents all recoverable costs in a given year
fram being recovered, the unrecovered costs shall be
carried forward to succeeding years until they are fully
recovered or fail to be recovered because of lack of
sufficient cost recovery oil from the appropriate Deve-
lopment Area or, in the case of Exploration expenses,
from the Contract Area.
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1. The cost of materials brought into inventory shall not be
recoverable under the Agreement until said materials are used
or until the asset they become part of goes into use and is
depreciated. )

m.v Natural gas and related costs shall be treated as follows:

1) Costs to develop and produce assoc1ated naLural gas shall
be recoverable m detemlnlng the voiume of cost-oil in
the subject M\relopnent Area. -, Cc»sts to develop and
produce mn—assbmated naturai gas shall be charged
against natural gas revenues in a manner to be agreed by
CONTRACTOR and?&mNGOL

2) No explération costs shall be charged against natural gas
revenues except with the approval of SOMANGOL.

3) Common costs, other than exploration costs, allocated to
crude oil and natural gas shall be allocated on a basis
to be agreed by both Parties to the Agreement.

4) The accounting treatment for revenues and costs of
natural gas fractions and for gas liquids extracted from
natural gas shall be agreed by hoth Parties.

n. Any costs incurred for more than one activity or purpose shall
be allocated on a basis to be agreed by both Parties to the
Agreement.,

(@]
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O. All costs shall be net of any recoveries such as those realized
in the sale of assets from incurance claims, and other trans-
actions wvhich reduce or offset the original cost incurred.

P. .. Any incomes earned by CONTRACIOR other than from the export of
~crude 0il shall be ireated for the purposes of determining the
volume of cost-oil in a manner agreed by CONTRACTOR and SONANGOL.

g. In those situations where exmnd:.tures have been recorded and
require subsequent adjusbnent such adjustments shall be made.

ssts g e e beeewd beeed L)
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1.

3.

ARTICLE IIX

ESTABLISHING ACCOUNTS, REPORTS AND PROCEDURES

Within thirty (30) days of the Effective Date of the Agreement,
CONTRACTOR shall submit to, and discuss with SONANGOL a proposad
outline of charts of accounts, operating records and reports as
called for in Article I above. Within ninety (90) days of receiving
the above submission SONANGOL shall elther indicate its approval of
the proposal or request revisions' to the proposal . Wiithin one
hundred and eighty (180) days after the Effectlve Date of the

- Agreement, (XNI’RACI\’)R and SGbLANGOL shail ag‘ree on thes outline -

charts of accounts,’ Qperaq_ng reco::cs .ahd reports which shall
descritz the basis of the accoum‘:mg system and procedures to be

developed and used under tﬂne Agreement.

CONTRACTOR, follow::tng":agreenent on the outlines of charts of accounts,
operating records and reports, as provided in paragraph 1 preceding,

'shall expeditiously prepare and provide SONANGOL with formal copies

of the camprehensive charts of accounts and manuals related to the
acocounting, recording and reporting functions, and procedures which
are, and shall be, observed under the Agreement. ’

Subsequent changes in the agreed charts of accounts, operating
records and reports referred to in the preceding paragraph may be
made upon agreement of both Parties.
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ARTICLE IV
PAYMENTS
1. All payments under this Agreement among its Parties shall be made

in U.S. dollars or other currencies acceptable to both Parties at a
bank designated by each receiving Party.

Payments of Angolan income tax shall be made as CONTRACTOR exports
his share of profit-oil from Angola so as to preserve the pay-as-
you-go principle inherent in the Agreement. Approprlate procedures
will be agreed among OONTPACI‘QR, SONANGOL and GOVEPNMENT towards

~this end.

program shortfalls” sha’il be made within thirty (30) days follow;ng
the end of the month~in which the obligation to make such payments

occurs,

72
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ARTICLE V
AUDITS
1. CONTRACTOR and SONANGOL shall mutually agree on the selection of an

:Lndependent firm of auditors to examine and report annual ly on such
accounting records and/or returns of the CONTRACTCR as may be
deemed necessary. A copy of each audit report shall be delivered
to the Angolan Ministry of Finance as well as to the Parties to the
Agreement no later than six (6) months fol]cxrmg the end of the
relevant calendar or tax year.:. =

to ;Lnspoct and audlt the CDNTRAC"OR s books and accounts related to
activities under the Agre.anent

~N
Cad
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2.

ARTICLE IV

PAYMENTS

All payments under this Agreement among its Parties shall be made
in U.S. dollars or other currencies acceptable to both Parties at a
bank designated by each receiving Party.

Payments of Anqolan income tax shall be made as CONTRACTOR exports

you~go principle inherent in the Agreement. Approprlate procedures

will be agreed among CONTRACI%)R',"'SONANGOL and GOVEPI\PflENr towards

~this end.

Any other payments requlred pursuant to the Agrecment such as
bonuses, rents, Artlcle ‘XIII prlce cap obllgatlons and minirum work
the end of the month in which the obligation to make such payments
occurs.
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1.

ARTICLE V

AUDITS

mN'I'RACI’OR and SONANGOL shall mutually agree on the selection of an
1ndependent firm of auditors to examine and report annually on such
accounting records and/or returns of the CONTRACTOR as may be
deemed necessary. A copy of each audit report shall be delivered
to the Angolan Ministry of Finance as well as to the Parties to the
Agreement no later than six ( 6) months fol]o'ﬂng the end of the
relevant calendar or tax year. N ¥

In addition to the provlslons of paragraph 1 ab::ve, SONANGOL and
GOVERMENT or their: deSJ.gnated re'aresentatlves shall have the right
to inspect and audit the CDN‘I’RAC“OR s bocks and accounts related to

activities under the Agreeaent



